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This study aims to analyze the financing of vocational training in Korea. This 
study focuses on grasping the equity of the vocational training market by studying 
how financial resources for vocational training are distributed with consideration 
for various factors such as industrial sector, firm size, region and characteristics 
of workers. This study will also focus on the effects of investment in vocational 
training on increases in productivity, employment and wage.
The structure of the distribution of vocational training financing 
According to the analysis of the data on vocational training in 2004, the following 
results were observed. By industrial sector, manufacturing, electricity, gas, water 
supply, financial, real estate. insurance, transport. storage, and communication 
sectors received relatively high financial support for vocational training considering 
the weight of financial support, number of businesses, number of employment 
insurance policy holders, and the amount of employment insurance premium paid. 
In terms of firm size, larger firms tended to receive more financial support for 
vocational training, especially firms with more than 1,000 workers. 
By region, Seoul received far more support compared to other regions, and 
Gyeonggi Province also received high financial support. Therefore financial support 
was concentrated on the capital region. This is partly because a high number of 
firms are located in the capital region, but data shows that this region received 
relatively high support for employer training and employee training compared to 
the number of firms and number of policy holders. However, the capital region 
received a considerably low level of support for unemployment training considering 
the number of unemployed in the region. The Jeju and Gangwon regions were least 
supported in all areas of vocational training.
In terms of employee characteristics, male workers received more support for 
vocational training than female workers. However, taking into account the number 
of policy holders, male workers received too little support. By age, most support 
was given to workers in their twenties and thirties, and this age group received 
excessive support considering the number of policy holders. By education level, high 
school graduates and university graduates received the most support. Taking into 
account the number of policy holders, however, those with less than high school 
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degrees were under-supported while those with higher education levels received 
excessive support.  In the case of vocational training for the unemployed, males 
received more support than females in total amount, but the former was less 
supported than the latter when taking into account their proportion among the 
unemployed population. By age group, most support was given to those in their 
twenties and the thirties, which has a high proportion of unemployed people. By 
education level, high school graduates were most supported, which corresponded 
to their proportion in the total unemployed population.
The policy implications of the above analysis are as follows: First, in order to 
cope with the imbalance between industrial sectors, a strategy to promote joint 
vocational training at the industry level is necessary. By promoting vocational 
training at the industry level, firms in industries with weak vocational training can 
collectively seek solutions for the problem and ultimately stimulate vocational 
training in the industry. Of the ten Sectoral Human Resources Development Councils 
(SHRDC) in operation, nine of them belong to manufacturing industries with the 
exception of that of the e-biz industry. Therefore the Ministry of Commerce, Industry 
and Energy and the Ministry of Labor which support the SHRDCs should make 
an effort to aid the establishment of SHRDCs in other industrial sectors with weak 
vocational training.
Second, support for vocational training is overly concentrated among large firms. 
To solve the issue of inequity, vocational training policy should focus more on 
supporting vocational training in small- and medium-sized enterprises (SMEs) with 
inferior facility, equipment and manpower. For example, invigorating vocational 
training consortium projects of SMEs and training programs for SME CEOs and 
vocational training personnel will serve to stimulate vocational training in SMEs.
Third, in order to reduce inequity in distribution of vocational training support 
among regions, more autonomy and rights in vocational training policy and more 
financial support should be given to each region. And that way, the interest of 
regional stakeholders could be reflected more accurately, which will in turn stimulate 
vocational training in regions outside of the capital area.
Lastly, in order to fairly distribute vocational training support to everyone, it is 
important to assess the training needs of workers and develop suitable training 
programs. It is especially important to develop training programmes for people aged 
forty and above, and for those with low education levels.
Effects and Implications of Vocational Training Financing
This study evaluated the effectiveness of vocational training in terms of 
productivity, employment and wage. Internal data of various firms were used to 
analyze the effects of vocational training expenses on productivity, and the effects 
of employment and wage were analyzed by utilizing data from the HRD-Net and 
Employment Insurance database.  
The results of this study indicate that vocational training expense has weak 
positive effects on productivity. significantly positive effects on employment, and 
statistically no positive effect on wage.  
The above results also imply that vocational training market may be 
 The Structure and Characteristics of Vocational Training Market(Ⅰ)  45
malfunctioning in some parts. That is, higher vocational training expense does not 
result in higher wage. It may be related to the fact that there are industries in which 
wage is not affected by labor supply and demand. An example is 3D industries, 
where wages are substantially low in spite of their labor shortage. This is why 
government should make an active intervention in vocational training.   
The results also imply that we need to investigate more carefully the effects of 
vocational training on skills. As mentioned above, vocational training has a weak 
positive effect on productivity, which is insufficient to motivate firms to invest in 
vocational training. Vocational training expense does not have a positive effect on 
wage, which may be implying that public vocational training is not positively 
appraised by the market.
Lastly, the need for public vocational training is increasing as the labor market 
becomes more flexible. More vocational training needs to be provided especially 
to people in their 20's and 50's, the low-educated, and the high-educated with low 
skill-job match. Since there is high social demand for vocational training for them 
and it has positive effects on both employment and wage, providing public 
vocational training could bring positive social effects.  
